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DIRECT DAL 502-560-4222
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RECEIVED

HAND DELIVERY apR 27 2004

Thomas M. Dorman icE
. . 1C BER

Executive Director I'lclé-  RAIBBION

Kentucky Public Service Commission
211 Sower Boulevard
Frankfort, Kentucky 40601

RE: Application of Louisville Gas and Electric Company for an Adjustment of its
Gas and Electric Rates, fTerms and Conditions
Case No. 2003-00433 /

Application of Kentucky Utilities Company for an Adjustment of its Electric
Rates, Terms and Conditions
Case No. 2003-00434

Dear Mr. Dorman:

Please find enclosed and accept for filing the original and ten (10) copies of an Exhibit
(SBR Rebuttal Exhibit 3) that was inadvertently omitted from S. Bradford Rives’ Rebuttal
Testimony filed with the Commission on April 26, 2004 in the above-referenced matters, Please
confirm receipt of these Exhibits by placing the stamp of your Office with the date received on
the enclosed additional copies.

Should you have any questions regarding the enclosed, please contact me at your
convenience.

Very truly yours,

Kendrick R. Riggs

KRR/ec
Enclosures
ce: Parties of Record
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SETTLEMENT AGREEMENT

This Settlement Agreement is: entered into this 3|st.day of October, 2001, by and
between Louisville éas and Electric Company {("LG&E"); Kentucky Utilitias Com;;any '(“KL.I")-E
Commonwealth of Kentucky, ex. rel. A.B. Chandler, l[I, Attorney General, by and through the
Utility and Rate Intervention Division (“AG"); and the Kentucky Industrial Utility Customers
Tnc. (“KIUC™), and the interests of its participating members as represented by and through ﬁ;e
KIUC in the proceedings involving LG&E and KU that are the subject of this Settlement
Agreement. |

WITNESSETH:

WHEREAS. LG&E filed on March 1, 2001 with the Kentocky Public Secvice

Commission (“Cmnnﬁsﬁon”) its Annual Eamings Sha;'ing Mechanism Filing for 2000 and ‘thc

Commission has established Case No. 2001-054 to review LG&E's Annual Eamings Sharing

‘Mechsnism Filing for 2000; . _
WHEREAS. KU filed on March 1, 2001 with the Commission its Annmal Eamings
Sharing Mechanism Filing for 2000 and the Commission has established Casé No. 2003-055 to
review KU's Annnal Earnirigs Sharing Mmmm Filing for 2001; _
WHEREAS, LG&E filed on May 16, 2001 its Application for An Order Approving
Revised Depreciation Rates and the Commission has established Case No. 2001-141 o review
LG&E's application;
WHEREAS. KU filed on May 16, 2001 its Application for An Order Approving Revised

Depreciation Rates and the Commigsion has established Case No. 2001-140 to review KU's

application;
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WHEREAS, LG&E and KU filed on-June I, 2001 a Joint Application For An Order
Appz-oving Propf;sed Deferred Debits and Declaring The Amortization Of The Deferred Debits
To Be Included In Eamings Sharing Mechanism Calculations and the Comumission has

. established Case No. 2001-169 to review LG&E's and KU"s application; '

WHEREAS, the AG and the KIUC have been granted intervention by the Commission in

21l of the forgoing proceedings and are the only pan:is.to the proceedings;

WHEREAS, representatives of the AG, KIUC and the Commission S$taff have met on

Augus;t 28, Sepieinber 28, October 18 and 19 of 2001 at the offices of the Commission at an
informal conference in Case No. 2001-16;) to discuss LG&E's and KU's information responses
and. during the course of those conferences the partws reached an unanimous settlement of all
issues in the forgoing proceedings.
| NOW, THEREFORE, for and in consideration of the premises and conditions set forth

herein, the parties hereby agree as_follows:

ARTICLE 1.0 Modification of LG&E's Proposed Depreciation Rates in Case No.

' 2000-141 and KU’s Proposed Depreciation Rates in Case No.
2000-140 |

SECTION 1.1 LG&E and KU shell revise their proposed depreciation

rates filed in Case Nos. 2001-141 and 2001140 es set forth in Exhibit A to this Settlement
Agreement to ﬁ.lrther reduce the effect of those rates by a total of $12,000,000 (actual is
$12,013,304) in ennual 'depreciation gxpense or $6,181,699 for LG&E and $5,831,604 for KU’s
Kentucky retail jurisdiction. This reduction was arrived by:

(1)  Excluding “Dther Mandatory Interim Additions” from the calculanon of LG&E's

and KU’s proposed depreciation rates (however, interim additions applicable to
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“NO, Compliance” plans in accordance with the Federal Clean Air Act are

included in the calculation of LG&E's and KU’s proposed depreciation rates);

and

SBR Rebuttal Exhibit 3
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(2)  Revising the proposed depreciation rates for all steam production plant with an

average life of less than 48 years to approximate an average life of 43 years,

except for Trimble County Unit #I which was assigned a 44 year average life.

The resalts of this adjustment are shown below:

Revised Average Life

Power Sfation Unit

Mill Creek Unit #1 48 years
Mill Creek Unit #2 48 years
Mill Creek Unit #3 48 years
Mill Creek Unit #4 48 years
Trimble County Unit # 1 . #yes
Ghent Unit # 1 48 years.
Ghent Unit # 2 48 years
Ghent Unit #3 48 years
Ghent Unit # 4 48 years
SECTION 12 Except as specifically provided in Section 13 of this

. Settlement Agreement, the parties agree to recommend that the Commission approve the

proposed depreciation rates filed by LG&E in Case No. 2000-141 :nd by KU in Case No. 2000-

140, as modified in accordance with this agreement, for accounting and rateméking purposes

' effective January 1, 200€.
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SECTION 1.3 LG&E's and KU's proposed depreciation rates, as revised
in accordance with this Settlementl Agreement, will be used prospectively for purposes of
calculating any monthly environmental surcharge under KRS 278.183 following the approval of
this Settiement Agreement by the Commuission.

| SECTION 1.4 LG&E and KU will complet:;. a new study of their
depreciation rates no later than calendar 'year 2004 based on their plant-in-service as of
. lf)ec.:ember 31, 2003, and file it with the Commission and serve copics on the AG and the KIUC.

ARTICLE 2.0 Joint Application For An Order Approving Proposed Deferred
* Debits and Declering The Amortization Of The Deferred Debits

SECTION 2.1 The following defamred dehits shall he recarded on the hfmks af
LG&E and KU: .
(1) An estimated $144,385,000 deferrnd dehit for T.G&F allacated $29.816.000 to
LG&E's gas op;'.raﬁons and $114,569,000 to LG&E’s eleciric operations; and ‘
(2) An estimated $56,300,000 deferred debit far RTL.. '
The estimated amounts of the deferred debits are based upon the information presently Icnoﬁ by

LG&E and KU and-shall be adjusted to reflect actual expenges At nf Deramher 11, 2001, 1.G&F

.. and KU will file their accounting journal entries with the Commission and serve copies on the
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AG and the KIUC within 30 days after the Commission issues an order appmving this

Settlement Agreement or January 31, 2002, whichever is later. Parties agree that the amount of

the deferred debit to be amortized shall be capped at the estimated amonnts shawn in (1) and (2)

of this section. However, the actual amount of the deferred debit may be revised downward ag

axpl..n.inad in gection 2.3.
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SECTION 2.2 'i‘he deferred debits contained in Sestion 2.1 of this
Settlement Agreement shall be amortized over a sixty month period beginning Aéril I, 2001 and
terminating Marc;h 31, 2006 in equal monthiy'amounts except as provided for in Section 2.3 of
this Settlement Agreement. LG&E and KU will reflect the 2001 amortizatién of the deferred
debits in the financial statements of LG&E and KU during the fourth quarter 2001.

SECTION 2.3 The monthly amounts to be emortized over the sixty month

period shall be adjusted as shown in Exhibit B to this Settiement Agreement so that the amount

allocated for the nine months ending December 31, 2001 to LG&E’s electric operations equals

$10,000,000; the amount allocated for the nine months ending December 31, 2001 to LG&E’s
gas operations equals $3,000,000; and the amoint allocated for the mine months ending
December 31, 2001 to KU’s Kentucky retail ele'ctric operations equals 55,000;000. The amounts
to be amortized for Jamuary 2002, will he. /12" of the amounts sixown on Exhibit B, in the
tolumn marked “2002" at lines 2, 10 and 18 marked “Cost Amortization.” The amounts to be
amortized from February 1, 2002 through March 31, 2006 shall be computed as the difference
between the total deferred debits referred 1o in Section 2.1 and the 2001 and January 2002
mnorﬁzm:ion amounts indicated above and will be adjusted to reflect-the actual amounts of
expense incurred by LG&E and KU 1o reflect any reductions in these amount of expenses caused

by the decisions of employess to rescind their acceptances of voh.mtary' termingtions or

. retirements by December 31, 2001 in accordance with Section 2.1. Suck amounts shall be -

calculated to provide for a ratable monthly amortization of the balance from February 1, 2002

through Maxch 31, 2006.
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SECTION 2.4 LG&E and KU will file with the Commission surcredit rate

mechanism tariffs as part of this Settlement Agreement for the purpose of recovering the cost of

the deferred debits through rates and sharing with their Kentucky retail customers forty percent
of the estimated net savings. This surcredit mechanism shall be in the same form as the Merger
Surcredit Rider on file with and approved by the Commission for LG&E and KU in KFSC Case
No. 97-300. A tarif sheet ilustrating this ratemaking mechanismn is shown in Exhibit C to this
Settlernent Agteement. This surcredit mechanism shall apply to LG&E'’s electric and gas
operations and KU's electric operations. LG&E and KU will file tariffs containing the surcredit
mechanjsr;l with the Commission and serve copies on the AG and the KIUC within 30 days
following the approval of this Settlement Agreement to become effective for billing with the first
full monthly billing cycle to occur no later than forty-five days afier the Commission issues a
final order, but no carlier than December [, 2001, LG&E and KU will file amended Teriffs, as
necessary, by January 21, 2002 to reflect actual deferred debits determined per section 2.3. The
sﬁrcredit mechmms will terminate and be withdrawn from service following the expiration of

the sixty month period ending Merch 31, 2006, subject to any final balancing adjustmeant,
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SECTION2.5 .  The amounts shown on Exhibit B to this Settlement

Agreement as the “Net Savings to Shareholders™ on linc 6 and 22 shall be included as an
adjustment in the calculation of the Earnings Sharing Mechanism Annual filings for LG&E and
KU in iOOl and 2002. This adjustment shall be recognized in the application of any successor
earnings sharing raternaking mechanism to the Eamnings Sharing Mechanism approved by the
Commission to avoid duplication between the eamings sharing mechanism and the Value

Delivery Surcredit Rider for LO&E and KU between 2003 through March 2006. The amounts
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shown on Exhibit B to this Settiement Agreement as the “Net Savings to Shareholders” on-line
14 shall be included as an adjustment in the calculation of any gas base rate review for LG&E

through March 2006. By this agreement, the AG retains the right to raise the issue of appropriate

rate treatment of the adjustment in the breceding sentence in any case which considers gas base

rates that may be effective on or after April 1, 2006, _
SECTION 2.6 In the future, if LG&E or KU determine that either or both

must incur further expenses through the employment of additional employees or the engagement

of further contractors for the purposes of continuing to maintzin safety, customer service and

. reliability at presentfy existing Iew)els, these expenses shall be treated as normal opetating costs

aad will be included in the calculation of the Earnings Shring Mechanisms, subject to

Commission review., |
ARTICLE 3.0 LG&E’S Annual Eamings Sharing Mechanism Filing for 2000

* KU’s Annnal Earnings Sharing Mechanism Filing for 2000
SECTION 3.1 The parties agree 1o recommend to the Commission that

LG&E's Annual Earnings Sharing Mechanism Filing for 2000 in Case No. 2001-054 and KU's

Annual Earnings Sharing Mechanism Filing for 2000 in Case No. 2001-055 be approved as filed.
SECTION 3.2 LG&E and KU shall use their monthly average capital
structures amounts and previously approved adjustments in calculating their anrual earnings

sharing mechanisms filings for 2001 and 2002,
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ARTICLE40  Approval of Settlement Agreement '
SECTION 4.1 Request for Approval by the Commission :
. Following the execution of this Settlement Agreement, the parties shall cause the
. Settlement Agreement to be fled with th.e Commission with a request to the Commissidx_l for
consideration and approval of this Settlement Agreement as soon as reasonably possible.
SECTION 4.2 Recommendation for Approval to the Comnmission
The parties to this Settlement Agreerent shall act in good faith and use their best efforts
to recommend to the Commission that this Settlement Agreement be accepted an;d épproved;
SECTION 4.3 Approval of Setflement Agreément in its Entirety
If the Commission issues -a final order which dccepts and approves, this Settlement
Agreement in its entirety, then: (a) the parties hereby waive their rights under KRS 278.400 to
file an application for rehearing and their rights under KRS 278.410 to file & complaint in the
Franklin Circuit Court_regardir.xg such order of the Commission; and (b) any and all claims or
demands, asserted or unasserted, directly arising out of or in connection with the proceedings
referenced in this Settement Agreement shall be deemed compromised and settled under this~ - .
Settlement Agreement and released and discharged by this Settiement Agreement.
- SECTION44 No Approval of Settlement Agreement in its Entirety
If the Commission does not accept and api:rove this Settlement Agreement in its entirety,
then: {a) this Settlement Agreeme;nt sh;H be void end withdrawn by the parties hersta from .-
firther consideration by the Cz;umission and none of the parties shall be bound by aﬁy of the -

provisions herein; and (b} neither, the terms of this Settlement Agreement nor any matters raised

i
H
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during the settlement negotiations shall be binding on any of the signatories té this Settlement
Agreement or be construed against any of the signatories.

SECTION 4.5 Status Quo

Should the Settlement Agresment be voided or vacated for any reason after a.ny.

implementation of the terms of the Settlement Agreement has been made, then the parties shaﬁl

be returned to the stafus guo existing at the time immediately prior to the execution of this

agreement. .
ARTICLE 50 Additiona] Provisions

SECTION 5.1 .
This Settlement ‘Agreement shall in no way be deemed to divest the Commission of
jurisdiction under Chapter 278 of the Kentucky Revised Statutes.
SECTION 5.2
This Settlement Agreement shall inure to the benefit of and be binding upon.thc parties
hereto, their héirs, successors and assigns. ' l .
SECTION 5.3
This Settiement Agreement constitutes the complete agreement and understanding among
the parties hereto, and any and ali oral statmﬁcnts, representations or agreements made- prior
hereto or contained contemporaneously herewith shall be nuil and void and shall be deemed to
have been merged into this Settlement Agreement.
| SECTION 5.4 '

- For the purpose of this Settlement Agreement only, the rate adjustments are based upon

the independent analysis of the parties to reflect a just and reasonable resolution of the issues

9
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herein and are the product of compromise and negotiation. Notwithstanding anything contained
in the Settlement Agreement, the parties recognize and agree that the effects, if 2ny, of any future
events upon the cost of service of LG&E or KU are unknown, and this Settlement Agreement
shall be implemented as written. .Neither the Settlement Agreement nor any of the termis shall be
admissible in any court or commission except insofar &3 such court or commission is addressiﬁg
litigation axising out of the implementation of the settlement rates and .adjustment_s set forth
herein or the approval of this SettIcm.em Agreement,. This Set'ﬂement Agremne;:t ghail not have
any Mdmﬁﬂ value in this or any other jurisdiction.
SECTION 5.5
Making this agreement shall not be deemed in any respect to constitute an admission by
any party hereto that any computation, formula, allegation, assertion or contention made by any
other party in these proceedings is true or valid. | ' '
SECTION 5.6
The signatories heretc warrant that they have informed, advised, and consulted with the
respective parties hereto in regard to the contents and significance of this agreement - based
upon the foregoing are authorized to exccut.e this Settlement Agreement on behalf of the pa;tiw
hereto. - '
SECTION 5.7
This Agreement is subject to the acceptance of aud approval by the Public Service

Commission.

10
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SECTION 5.8
This Settlement Agreement is a product of all the parties, and no provision of this -
Séttlen.'nent Agreement shall be strictly construed in favor of or against any party.
| IN mss WHEREQF, the parties hereto have hereunto 2ffixed their signatures.

Lonisville Gas and Electric Company
and Kentucky Utilities Company

| oy Kl LR D
. . ' efndrick R. Riggs, Counkzel

Sy WAL W ML e AR b P
'
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Commonwealth of Kentucky, ex. rel. AR, Chandler, Il
Attorney Generzl, by and through the 1ltility and Rata
Intervention Division

| By: // 4(///

Elizabeth E. Blackford;/ 7 '
Assistant Attorney General S !
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Kentucky Industrial Utility Customers, Inc.

By, Peesr T2 e |

Michael L. Kurtz, cBunse_l ]

2993.11
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Lotisville Gas ind Elsctric Company
Compariscn of Bxisting to Proposed Depraclation Ratas .
' Dapraciahls Plant at Decomber 1399 . .
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$

" Naniuchy Uliitlan Company
Gompartgon of Existing o Recommencded Depreciation Rates
Pant in Survice at Dacamber 31, 1993

Dapriciable Exiuting Rutes 1952 Propossd Raiss 2000 . increase
Baisnce Annual Annual or

Property Group 12:31.99 Rats Amount Rate Amount {Dacrenss)
Siwarn Production Plant .
Brown Unil 1 50,085,823 - 45T 2318798 L 3.90% 1410,179 {848,820}
Brovens Unit 2 55,782 187T% 1,288,808 -2asn 1,032.042 (354,754}
Srown Uinit 3 . 114,585,586 151% 4,021,268 ‘aN%T 4473810 458,283
Ghant Linit 1 129502727 - 3;M% 3,938,477 I2% 4088401 116,984
Ghent tinit 2 138,193,638 2% 4104381 . 1A%~ 2,342,783 {1,581,58%)
GhantUnt3d L . 2TT2AS02 . Li9% L823.212 2R . 4200584 (2.713.128)
. Ghent Unit 4 T 268020570 azo% AM8.067 1N 5,814,008 (2703,312)
Graun River Unie 142 17,858,028 1m% 326,782 1LH% 08354 {21428
Gresn River Unit 3 4,643,558 241% S0 1% 284,085 " {sRmas)
Groen Fiver Urit 4 . . asteges 385% 1,207,381 L10% 1220488 {248,202}
Pinaville Unk 3 31873 . 1.82% 148,000 220% 188407 . WA -
‘Tyrona Unit 3 . 17.321,008 25T% 448,181 213% 308,652 me.215
Syatem Latwcstory 1,688,207 ssa% 94,788 K- T1.542 s -
Polulion. Cantrol Equipment - 114:298.404 813% 5881481 ' 5.87% 8,475,457 816,908 -
Total Steam Production Plant . L2IBTOIEAS | . 41505438 34,118,828 {7.388.809)
Dix Cam * . l.g:g_ ;_Ja 183,788 1.09% 188419 {28.347)
Lock#7 . AT% 21.023 Zagw 20,84 &
Tatal Hydrmalts Production Piont T 10620.165 204,785 T IRE (26432)
Dihar Production Plant . .
Brown § 50,250,843 3% tarom 339% 228,807 (18,42m
Brown 7 . at_.mm A% 1.208 404 EE 228 868 {50,030}
Bowns 780211 344% SN 151% 900,118 10327
Beown 9 30.721.78) 4% 1,283,229 3% 124,088 (18.381)
Beown 10 : 7888729 344% 951,425 148% 962550 11,084
Bown 11 34,791,830 344% 1,108,843 3.55% 1,235,114 3nam
1ot Ugwar Progucton Plam . 200430827 £.008.884 5,860,110 7,764)
Tranemission Plant . . s = * . -
* : 350.1 Land Rights o 2280140 194% 444,678 1.4% 307,147 {tar.a29)
) 352 Structuses 8nd brprovesants TINM 27%% 202,389 285% 105,484 ° . oam
353.1 Slalon Equiprant 134,181,007 1000 2870721 - LM% 2 ARK 491 208,200
352.2 Syst ContuiMicstwars Eculp-- 11419,300 31% g8z . A18% - T [288.070)
384 Towsrs & Focures . 80,000,913 254% T 1,784,027 284% 1,704,008 {00,001}
355 Polea & Fixtures 88210179 420% 2.903,TTO 4.08% L1A8 804 {156.008)
256 Ovachand Conducions and Davices 1188a7 347 340%, 3978282 325% 2,708,887 ana,g15}
S5t mtarpount Coniors B Dovices. _____LeT2  __374% s _ sow sz i
358 tIndenround Conducions & 74 41,602 452} -
Total Transrission Plant 421,585 348 12,985,503 14,441,285 (544,247)
380.1 Land Righte . 1418309 224% Ry ] 1.4% 14,148 {15,880)
+ 381 Structeg snd nprovements N 1T 241% 7525 1.89% 0,008 {r8,238]
32 Statian Equipment 21.088,04) 1.98% 1,603,543 2.24% " 1818372 T -]
304 Poles Towers & Fixharis 148,808,591 43% BZN300 - A% 5.231,051 . {1.040.283)
$55 Ovarheac Canducioes and Devicws HO791529 . 411% 5,814,800 02% 4281904 {1.382,788)
0K Lswagenesned Gondult 1.549,108 200% 30,902 1.75% 700 (3,863)
387 Undengraund Conductors & Devicas 31,998,730 an% 1,187,189 L09% 1052190 (134.200)
368 Line Transrmers A 185,510,728 300% 5732283 241% 4470810 [1.291.473)
380 Sexvicas . TZIN3 . 480% 21340209 175% 2720002 811.297)
270 Meters : 809035 25T% 1,440,974 7% 1,584,328 128,282 .
371 stalations on Cusiomer Pramisss . 17544248 e88% 1,198,670 a.ary 1,125.104 sy
. 379 Street Lighiing & Signal Systens 32888002 A424% 1584088 2.85% 1420192 {143,884}
Tatat Dizzibution Plant . 717,751,908 2829288 j 278,741 -(4.524,182)

am Exchinil A xis . lal2
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Naniuraky LtiHHas f‘mny

Compsrizar of Exisling to Re ien Ratey’
Plani in Sarvice st Decanber :Ii 1!39
Ganers! Plant . .
500, Srushunss & imprevemerta : ATAIA T 2.10% €33.611 1.78% 548,043 {10847}
391.1 Office Furniure & Ecuipment 2811211 0.2¢% 175420 582% '8z . (tan
291 Sinres Equipment 831,744 32% 0514 28 1man (2.843)
304 Taol, Shop & Gamge Equipment . 2838,7%8 3.33% 944 2T4% w0, {18,131)
305 Laboratry Equipment 2,130,700 an 10,576 3.18% w0582 . {Tau)
208 Puwar Operied Equinmant . 20amr 0.83% 13,520 3L8% T2%8 [6.260)
297 Communication Equipment 3,908,830 5.81% 232220 8% 141,961 {90,38%)
288 Misc Equiprmant — - Sasm _ efa% | 60w die% __ 281e
Totst Generdd Plant - R . aanaay 1343,182 1004419 (228,783)
Toml Depreninbia Bwot Rued . T 2.871.507.008 - - 91,228,702 . TAdmLas (12,774,357}
Intanghie Plant 1,958,315
. Pinevile Unita 182 . - 1473070
Tyrons Units 142 ™ . 8482241
Hanfing 1,263 . 4,083,527
Lamt 18,244,889
Lessshold |oprovements R S840
Personal Campulan 18,068
Computer Equip 8,354,132
Gash Hensliing Equignwent . 380384
Totsl Plant in Service 2,744,380,383
* ¥1) Note: Ungnally
Proposad Settament
. Ruta Ruls
Brown Lini 1 : 304% 290%
N Brown Link 2 2% 288%
Brown Unit 3 . 4.00% 1%
Ghent Unit 1 3.38% i
Ghan Unit 2 2380 1.84%
Ghank Ukt 3 . 29%% . 222%
Ghant Unit 4 342% 218%
{ymmauney | Lo - 1%
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KENTUCKY UTILITIES COMPANY . -
' : Original Sheet No.
PS.C.No. 12

ELECTRIC RATE SCHEDULE VDSR
Valuc Delivery Sureredit Ridor

APPLICABLE
in all territory served by the Compaty.

AVAILABILITY OF SERVICE . : .
Ta Kentucky Uthitles Company Electric Rate Schedules RS, FERS, GS, CWH, 33, AES, LP, LCL.TOD, HLF,

MP, LMP-TOD, M, ST.LT., P.O.LT., C.Q.LT., SEASONAL/TEMPORARY SERVICE RIDER, AND WESTVACO

RATE . :
The monthly billing amount computed under each of the rate schadules to which this surcreatt 15 appicable

shall be adjusted by tha Value Dallvery Surcredit Factor, which shall ba calculated in accerdance with the
following formula: . . .
. Value Dslivery Surcredit Factor = VDS + BA
(vD3} Is the Valua Relivery Surcrodit whioh lo bassd on the total Company net savinge that 9re ta ha
distributed to the Company’s Kentucky jurisdictionat ratail customers In each 12-month period.

Nat Savings . Value Dellvary
to be . " Surcredit
Distributed wvns) -
Yoar 1, Dec 1, 2001 to Dec 31, 2001 ¥ 480,000 %
Yesr 2, Jan 1, 2002 to Dec 31, 2002 $ 400,000 %
Year 3, Jan 1, 2003 o Dec 31, 2003 $2,120,000 %
Yesr 4, Jan 7, 2004 16 Dec 31, 2004 ¥2,840,000 %
Yoar §, Jan 1. 2008 tn Nac 21, 2005 33,120,000 %
%

S Year 6, Jan 1, 2008 to Dac 31, 2008  § 880,000

(BA] ia tha Balancing Adjustrnent for tha sscond through the twelfth months of the current distribution year
which raconciles anv over- or undar-disiribution of the net savings from prioe periods. The Baiancing
Adjustment will ke determined by dividing the differences between amounts which wera expected to be
distributed and the amounts actually distributed from the application of the Value Delivary Surcradit Factor
) . {rom the pravious year by the expactad Kemucky |urisdictionai retall electric revenues. The final Balancing
i Adjustment will be appliad to customer billings in tha second month following the fifth distribution year,

_'TERMS OF DISTRIBUTION .
{1} The total distribution ta Company’s customers will, In no case. be less than the sum of the amounts

shown sbova. This tariff will be re-filed 1o reflect actual net savings by January 21, 2002.

{2) On or bafore the 21t of the first month of each distribution year following Year 1. the Company will file
with the Commission & status report of the Surcredit. Such report shall includa a statement showing
the amounts which were expscted to be distributed end the amounts actuslly distributad in previous
periods, along with a caicuiation of the Belancing Adjustment {BA} which will be Implemented with
customer hillings in the second month of that distribution year to reconcile any previous over-or under-

distributions.

{31 The Value Delivery Surcredit shall be applied to the customer’s bill following tha rates-and charges for
alectric sarvice, but before application of the school tax, tha franchise fee, sales tax or simlilar items.

(4) The Valuc Delivery Surcredit shall be withdrawn with apptication of the fingl Balancing Adjustmens foiluwing Yzar 6.

Dinte of Essue; Isseed By Date Effective:

M. S. B_eer, Vice President

Wt . .. L PP . P




